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Agenda item
Consuner coalitions in Medicare
Susanne Seagrave, Scott Harrison

M5. SEAGRAVE: |'mhere today to tal k about MedPAC s nandat ed
report on consumer coalitions in Medicare. Just to give you a
framework for the progression of this report, we were going to
present our findings on this in Septenber and allow the

Comm ssion the chance to discuss the findings before we drafted
the letter report. Because of the conpressed tinme frane, we went
ahead and drafted the letter that is included in your neeting
materials. That letter, with the attached Mathematica summary of
t he expert panel neeting that we had this summer, are intended to
satisfy the mandate. W hope to be able to finish those up at
this nmeeting. We would like to get the Commi ssion's feedback on
bot h of those things.

This study is mandated by the Benefits I nprovenent and
Protection Act of 2000. BIPA required MedPAC to nmake a
recommendati on concerning the potential of consumer coalitions
for Medicare and the nerit of conducting denonstrations to test
their feasibility. This mandated report is due to the Congress
by Decenber 21st of this year.

|'"d like to begin by outlining the concept of consuner
coalitions in Medicare. According to the proponents of the idea,
coalitions provide localized information on fee-for-service
Medi care and ot her Medi care options, including Medicare+Choi ce,
Medi gap, possibly long-termcare insurance, and prescription drug
cover age.

Proponents al so envision coalitions acting as purchasing
agents, negotiating with insurance conpanies for better benefits
or lower prem uns on behalf of their beneficiary nmenbers.

The proponents envision a structure in which individual
Medi care beneficiaries would have the option of joining
coalitions which would be run by conmmunity-based non-profit
organi zations with oversight froma board conposed | argely of
Medi care beneficiaries. Beneficiary participation in these
coalitions would be strictly voluntary. Meaning, for exanple,
that an individual beneficiary nmenber could decide, after the
coalition conpleted its negotiations, whether or not to sign up
with the plans or insurers that the coalition conpleted its
negoti ations wth.

The coalitions would al so receive direct federal funding.

To study the question posed by Congress, MdPAC staff
anal yzed the findings of an expert panel neeting which
Mat hemati ca convened for us in July under contract with us, to
di scuss the potential for consumer coalitions in Medicare. W
al so interviewed the advocates of the consumer coalitions idea,
spoke with CVS representatives, and did a site visit to the D.C.
SHI P.

The D.C. SHIP is representative of many of the SHI Ps
nati onwi de, has sone simlarities, sone differences, but it
conducts tel ephone and face-to-face sessions and ot her types of
t hings that the SHI P network nati onw de provides.

Fromthis analysis, MedPAC finds that coalitions would



i kely not add val ue beyond what the SHI Ps could do with

addi tional funding, and could add anot her | ayer of confusion to
an al ready conplex systemfor delivering beneficiary information.
Non-profit organizations can already participate within the SH P
systemto dissem nate beneficiary information, but if they were
to receive separate direct federal funding would introduce

anot her conpetitor for limted avail abl e funding.

We find that coalitions would |ikely not have enough
| everage to negotiate effectively with insurers in |ocal nmarkets
because they would bring relatively small nenbership popul ati ons
to the negotiating table. And the voluntary nature of the nenber
participation would nean that the nenbership popul ation the
coalition did bring to the table would be highly uncertain, since
beneficiaries could decide not to sign up with the insurer even
after the negotiations were conpl et ed.

Finally, the coalitions could potentially face adverse
sel ection problenms. |In addition, the non-profit organi zations
that would run the coalitions likely lack the necessary expertise
to negotiate effectively with insurers.

In view of the potential for coalitions to cause confusion
and their limted potential for success, we recomend that the
Secretary not conduct denonstrations of Medi care consuner
coalitions.

MR. DEBUSK: | agree.
DR. WAKEFI ELD: The docunent that you gave us to read in
advance certainly takes the reader, | think, right to that

conclusion. There's not nuch in the way of pros that are |isted,
in ternms of supporting an alternative to what you' ve recomended.

Though | was interested with the footnote on page two of the
docunent you provided us. It says the panel that Mthematica
convened reached a consensus across the groups that were
represented at the table. And | was really interested, and we
just got that today, who was on that panel. Because | was kind
of surprised, it's so rare you see consensus around anyt hi ng.
This woul d be one such thing. So I was kind of surprised that
this was such a sl am dunk, taking us to the recomrendati on.

So for exanple, you ve got the National Council of Aging, we
just got this one-page docunent today, too, which seens to be a
di ssenting voice, and yet they were on the expert panel.

So I'mwondering, was this really a consensus or was there a
different view?

DR RElI SCHAUER: Just like the one we had on rural issues.

[ Laughter.]

DR. WAKEFI ELD: You guys made the m stake of expressing a
different view after the fact then, Bob. Sort of a private
conversation, for the rest of you. So there's ny question.

Maybe we ought to be just a little bit cautious in ternms of
what we're submtting. | think the convening of that panel was
really inportant. But if there was some ot her opinion expressed,
maybe we ought to soften that |anguage just a bit.

DR. ROSS: As one who was in the roomfor that neeting, if
you don't |ike consensus, it wasn't unanimty, but overwhel m ng
majority.

DR. WAKEFI ELD: That woul d be fine.



MR. FEEZOR  Just as a disclainmer, when | was a regul ator
about 15 or 18 years ago we brought up one of the first SH Ps and
then | obbied to get sone federal grant noney, which becane

institutionalized. | need to do that, though I haven't talked to
those fol ks in about seven or eight years.

| think it is inportant, and Susanne, |ike Pete, | agree
pretty nmuch with the conclusions. | think maybe there is two

t hi ngs that bear pointing out.

One is, correct me if I'"mwong, none of the SH Ps do
coll ective negotiation with insurers. They're nore fact and
di sclosure. So we need to nmake that as one significant
difference that | think the people who suggested different
consuner coalitions be fornmed, that SH Ps were never intended to
do and, to ny know edge, do not anywhere in the country.

Second, and | think the SH P prograns do extraordi nary worKk.
The one in California does excellent work, as well as the one in
my native state of North Carolina. | guess | wonder, though, if
it mght be appropriate that the Secretary or appropriate entity
try to get sonme neasure on the effectiveness of those entities.

| guess ny question would be probably not all of themare
equal ly effective and there may be sone states that, in fact, do
not have benefit of effective or strong SHIPs. And it nmay be
t hat sonme consideration may be given to trying to spark or
regenerate effective informati on counseling services in those
states where that is not present, as one of the actions that
m ght be taken short of funding new coalitions.

DR REI SCHAUER Fromthe information you gave us, Susanne,
it seens an unanbi guously bad idea. So I was wondering how it
even got this far?

| was wondering, if | understood this correctly, when we're
tal ki ng about these organi zati ons as negotiating bodies, you
becone a nenber of one of these organizations and they negotiate
with Aetna. And then Aetna offers a plan that is only avail able
to those people who are in the group? O is the group open so
anyone can then subsequently join? And is there then, as you
said, a small fee maybe of $10 to join? Wich is a hurdle to get
what, in the rest of Medicare, is basically open entry.

It just struck ne as sonmething that went against the grain
of Medicare as a universal entitlenent program

M5. SEAGRAVE: Just to answer a question really quickly,
what the proponents are proposing is to actually run
denonstrations of different nodels. So they're not proposing one
specific nodel. So it's not clear exactly would -- it's not
cl ear how they would work with the insurers, whether they' d work
with just one insurer, or nultiple insurers. They're proposing
to test different nodels, in a sense.

So everything that you nentioned could potentially be in one
or anot her nodel that they're proposing.

MR. HACKBARTH:. Al'l other things being equal, | |ove the
i dea of denonstrating new ideas. What holds nme back in this case
and sonme others is that the potential topics for denonstration
far outnunber the resources available to do it. So I think we
need to be cautious about adding still nore to the |ist.

| want to focus on the purchasing coalition piece because



for me there are sone disconnects, just based on nmy own personal
experience in dealing with people |like Allen Feezor around
negoti ations. Enployers are effective in negotiating with health
plans to the extent that they are enpowered to nake deci sions,
steer people to particular contractors, take away options.
That's what gives themtheir |everage.

The question that this raised for me is the extent to which
these sorts of relatively |loose affiliations of people, voluntary
associations, will be able to actively, aggressively, direct

popul ati ons -- enough of a population to a health plan to be able
to get anything for it. |If you can only steer a few people and

t hey' re of unknown risk, you' ve got an inherently weak

negoti ating position. |If you can steer a |ot of people with a

reasonabl e assurance of a variety of risk, or a relatively norma
sel ection of risk, you can drive a pretty hard bargain

| don't see how you get to that hard bargain situation with
t hese voluntary groups. That's the question | keep com ng back
to.

You' re shaking your head, that sounds simlar to what you
heard in the expert panel?

M5. SEAGRAVE: Yes, definitely. In ny discussion | said
that, first of all, the feeling is that these coalitions
menber shi ps would be very small, that they would be highly
uncertain, and that they could even potentially have sone adverse
risk selection problenms. So they would have difficulty getting
that | everage in the market for those reasons, and possibly for
ot her reasons, as well.

DR REI SCHAUER But just at this nmonment in our history, we
hear from Jack and Janet that many of these plans are teetering
on the edge. There's not a lot of let's say fat or rent to be
extracted fromthem anyway. Wy would we want to nove forward
with a denonstration to see whether a weak body could extract fat
froma thin person

MR. HACKBARTH. That's a nice summary.

MR SMTH |, predictably, woul d express sone reservations
about assum ng that any voluntary group of folks who want to
bargain are weak. But it does seemto ne it ought to be a
voluntary group of fol ks who want to bargain, not a group of
fol ks created by the Secretary through a denonstration.

But nore inportantly, trying to follow Allen's point, the
summary docunents suggest that while sonme SH Ps may be doi ng
terrific work, that know edge of the programis uneven and, on
bal ance, inadequate. It does seemto ne that we m ght want to
pick up on that finding and ask oursel ves whet her or not
sonet hing the Secretary ought to do -- either best practices
wor k, dissem nating | essons fromthe better SH Ps, perhaps
reconsidering possibilities of additional funding that tries to
i nprove beneficiaries' understanding of the program and access
and ability to manipul ate.

" mnot sure that consumer coalitions are the answer. And
if they are, I'mnot sure the Secretary should pay for them But
it doesn't seemto nme we ought to ignore the evidence that
suggests that information is inadequate and think about ways to
i nprove it.



MR. HACKBARTH. O her conments or questions?

M5. NEWPORT: CQur experience with the SHI Ps, in ternms of
access and information for beneficiaries, has been very positive.
Much to their chagrin | told that to them and they're not quite
sure what to make of that. And it is true, and | think we | ook
to them sonetines as a val uable partner in getting information
out .

But there are various skill sets out there anongst the
states, and California is particular good, by the way. | agree
with Allen.

| just think that when | | ook at the notion that they can
negoti ate better drug prices for beneficiaries, help with that, a
little bit of a reach. W're having, with a mllion nenbers in
our program a continuing challenge in doing that and we actually
do very well at it.

But | really do agree with the rest of the Comm ssion, in
the need for the right kind of information, well thought out,
wel | delivered, has al ways been a challenge. And we should
support and continue to support that.

| agree with the recomendation. | think we just need to
make sure the information is the right scale.
MR. HACKBARTH. | think the question that we're faced with

is not whether these are good ideas or bad ideas, or whether
maybe they would work in sone |ocal circunmstances or not.

Rat her, the question is is the level of prom se sufficient that
we woul d recommend that very scarce resources of denonstration
dollars be applied to this topic.

| just want to be clear, fromny perspective this is not
about condemming these ideas, or even saying they can't work.
They won't work under sone circunstance, but we're rationing a
scarce resource here and the recomendati on on the table is that
in that context, in view of these scarce resources, this isn't a
sufficiently high priority that we ought to reconmend or require
denonstrati ons.

| think if we can dispose of this today it would be a good
thing to do. Are people ready to vote on that?

MR. FURMAN: If the conmttee is going to nake a deci sion
|"mthe author of this report. | would request the opportunity
to talk for two to three m nutes.

MR. HACKBARTH: Ckay.

MR. FURMAN.  Thank you. M nane is JimFurman. [|'mthe
President of the National Council on the Aging and the founder of
the United Seniors' Health Cooperative, a consumer information
coalition founded by Dr. Flem ng and Esther Peterson.

The inpetus for this study, for this whole effort, was a
feasibility study funded by the Retirenent Research Foundati on
with four authors: nyself; Dave Kendall fromthe Progressive
Policy Institute; Jay G eenberg who is the founder of social HMOs
and al so the Cal PERS Quantum Care product; and Dwi ght MNeil who
is an expert in enployer purchasing prograns.

I nvol ved is an em nent expert panel of people, Stuart
Butler, John Rother and a variety of other people, who are al so
part of the recomendations for this report.

| would at least request -- I'ma bit troubled by the fact



that that report -- |I'mnot aware whether that report has been
made avail able to the nmenbers of this commttee as well,
presenting and | think answering many of these points of views.

| would like to clarify a few points. First of all, we're
proposi ng two separate types of organizations, an information
coalition denonstration and purchasing coalition denonstration.
Let nme speak to the specific concerns that were rai sed about both
of them

The concern was that the information coalition, there would
not be any val ue added, other than funding the SH P program The
current reality of SH P program for anybody who's involved on
the ground level, I'mnot aware of any programthat reaches nore
than 2 or 3 percent of the beneficiaries in their state. In
fact, nost of the delivery of services is by volunteers who have
probably had six or eight hours of training, and therefore are
quite limted in their ability to provide substanti al
i nformation.

The comment was nmade, for exanple, in Washington D.C. we
visited the SH P program 1In addition to the SHI P programin
Washi ngton, D.C., there's the United Seniors' Health Cooperative,
there's AARP, there's enployers, there are all groups. Wat we
have now is tremendous duplication. W have six or eight groups,
all produci ng your basic one-on-one guide to Medicare and not
much nore sophi stication beyond that.

The specific recomendation was to create a different
paradi gm and a public/private partnership for the delivery of
education and counseling information that would | everage all of
t he resources of enployers, of union, of AARP chapters, of other
groups to provide that information and to al so reduce what is now
tremendous duplication and | ack of reach.

In addition, private groups have the ability to say what
needs to be said. |, by the way, was a strong proponent of the
SHI P program But if you go to a SH P program and sai d what
about American Integrity Insurance, Provider Fidelity |Insurance,
Uni ted American, conpanies which have terrible reputations, the
answer you will get is they are licensed to be sold in the state.
State entities can sonetines not tell you what you need to know
about insurance to be inforned consuners.

The fundanental point of this is public/private
partnerships, coalitions and coordi nated resources can stretch
what ever dollars are avail able nuch nore significantly.

The second type of denonstration that's proposed is
purchasing coalition. The essential element of this is to take
what has worked in the under-65 market, group purchasing, group
negoti ation, and apply that to the Medicare market. To say that
it can't be done is disingenuous. | point, for exanple, to the
M nnesot a Seni or Federation w th 30, 000-plus nenbers whi ch has,
in fact, already negotiated with networks and doctors and
hospitals to accept assignment for all Medicare beneficiaries
wi thin 200 percent of the poverty level and al so could easily get
t he wai ver of copaynents and deductibles. To say it can't be
done is to ignore the facts.

The San Franci sco Business Group on Health, which I think
anybody woul d agree is a sophisticated purchasing entity, has



wanted to do this for years. They are able to negotiate benefits
for their under-65 market. They have the clout right now. They
do not now have the ability to do that. To say that enployers,
AARP, unions, and other groups do not have the sophistication to
do this, I think ignores the facts.

Now you can argue that there's a chance that this won't
work. Clearly, sonme people are threatened by the fact that it
m ght work and obvi ously sone smart people think it can work. |
think there's a trenendous cost -- there's a slight cost to doing
t he denonstration, we spend the noney and it doesn't work. |
think there's a major cost to not doing the denonstrations. W
wi || not having any advance in know edge and we'll be having the
same discussion and the sane debates five years from now

So thank you for that. W had about one hour of
conversation in this whole process wwth the MedPAC staff. |
woul d really urge that the menbers of this conm ssion read the
report that was the basis of the Congressional mandate. Thank
you.

MR. HACKBARTH. Thank you. W're not going to take further
public comrents at this point.

MR. ZESK: | was one of the people who was there at this
nmeeting on the 17th, and it was not the sane neeting that was
characterized here today.

MR. HACKBARTH. Let ne just say a word about the process
here. Pardon ne, as a rookie chairman, for being maybe a little
bit uncertain about some of these procedural issues.

The nature of this conm ssion is that we could never get our
work done if, on every topic before us we had expensive public
hearings. The anobunt of resources that we have, both staff
resources and conm ssioner tine, are such that we cannot proceed
in that way. W would not be able to serve the interests of the
Congress. W wouldn't be able to neet their requests.

So inevitably, we depend on the staff, an excellent staff in
nmy judgnent, to collect information, hold expert panels, in a
variety of ways bring information to us and digest it for us. So
we can't establish the precedent that we can't nmake a deci sion
until we hear everybody in a roomon each topic. | actually
regret even cracking that door just a bit a few m nutes ago.

On this particular question now, noving fromthe general
procedural point, we did get some materials this norning that at
least | hadn't seen at this point. Two, as | recall. One from
t he National Council and then another that |I'm not sure of the
source. OCh, this is the summary, so it's just one additional
docunent .

| f menbers of the comm ssion feel like they don't want to
proceed to a decision at this point, we can take up a vote
tomorrow. They can | ook at the docunents that we got today and

revisit the question. |Is that how people would Iike to proceed?
Jack?

DR. RONE: There's a list here of the expert panel that the
staff brought together. | have a few questions about it. One is

| note that one of the menbers of it is a representative of the
National Council on Aging, Howard Bedlan, or is listed as such.
The second is it's a little hard, fromlooking at this



expert panel report, to get a sense of whether this was a 90/ 10
view or 55/45 view, in terns of where they came out with respect
to the MCCs. It would be helpful to hear a little nore about

t hat .

Because the pros and cons are all listed here very nicely,
but I don't get the sense of how the discussion was.

DR. ROSS: Jack, that was ny nysterious reference earlier to
Mary's poi nt about consensus. 90/10 is a characterization. And
"Il be candid, | was quite surprised going in. Gven the
diversity of the nenbers of the panel, | would have predicted
sonet hi ng nuch nore even or -- that's overwhel m ng

DR. RONE: Fine. That's very hel pful.

MR. HACKBARTH. So let's do this. People should |ook at the
docunent that we received this norning. Then we will take this
up tonorrow for a final decision



Conti nuati on of di scussion, Cctober 19

MR. HACKBARTH:. Consuner coalitions. Susanne?

M5. SEAGRAVE: | just wanted to rem nd everyone that we had
di scussed yesterday the potential for consuner coalitions on the
information side to cause confusion, and their limted potential
for success in the purchasing side. Based on those two things we
recommend that the Secretary not conduct denonstrations of
Medi care consuner coalitions.

MR. HACKBARTH. |'d like to offer a proposal. Not on the
recommendati on, per se, but on the context of what we say in the
letter itself, the preanble, if you will, to the reconmendati on

l"d like to see a few points made. One, that it's the sense of
the Comm ssion that getting appropriate useful information to

Medi care beneficiaries is a very inportant issue. |It's a very
serious problem as things now stand. Notw t hstandi ng that
though, it is -- actually let ne hold off on that because it

really pertains to the recomendati on.

Second, again to put this recomendation in context, is that
we were asked a narrow question about whether this should be a
top priority as a denonstration. So fromny vantage point, we
are not passing on the nmerits of these coalitions, whether it be
the information coalition or the purchasing coalition, per se.
The question that we're addressing is actually whether they are
at the top of the list for very scarce Medicare denonstration
dol | ars.

So to nme those are two inportant points of context that
ought to be enphasi zed.

Now let's turn to the draft recommendation. |s there any
further discussion of this that people want to have?

MR. FEEZOR: denn, just on your context, if you will. |
think also it mght be nice to conplenent the inportance of
Medi care eligible education, to recognize that in fact there is
federal effort or support and that it m ght be inproved, or the
Secretary mght in fact |1ook to nake sure that the existing
educational effort in fact | everages as nuch of |ocal resources
and activities that it mght, and sone of the concepts that were
presented by sonme of the speakers on that.

But anyway, just basically | guess in essence that the
Secretary m ght nake sure that, whether it's the sharing of best
practices, which nmy recollection is they do do in their neetings,
and the SHI P prograns. But the inportance of that and making
sure that that's constantly being reinvigorated or inproved,
| ooked to inprove, would be al so encouraged.

MR SMTH denn, briefly, I think the recomendati on ought
to be nodified to incorporate the notion that given the scarcity
of Medi care denonstration resources, funding consunmer coalitions
should not -- rather than this. As drafted it's inconsistent
wi th your notion that context ought to establish, there may be
sonet hing good to do here. W should sinply say, we shouldn't
spend noney on it now because it doesn't junp to the top of the
gueue. | would agree with Allen's nodification of the context
stuff, and if Sheila were here she would, | think, also agree



with Allen and with you, and she wanted to be on record. Since
she can't vote, | just put her on record.

DR. ROSS: Perhaps in Novenber when we go to Powerpoint this
woul d be nmuch easier to do, but for the nonent we're pencil and
paper. To take your suggestion that would be revised to read
then, given the scarcity of resources -- we may find a slightly
di fferent way of phrasing that thought -- the Secretary should
not give priority to denonstrations of Medicare consuner
coalitions, as opposed to should not fund?

MR SMTH | would even say, should not support or should
not fund. But | think we ought to set it in the scarcity
context, sort of the relative val ue.

DR. ROSS: Gkay, given scarcity of resources for
denonstrations, the Secretary should not fund denonstrations of
Medi care consuner coalitions.

MR. HACKBARTH. Let ne offer one other point that maybe goes
inthe first part, the context. One of the questions that | have
about this as a high priority use of denonstration dollars is
whet her this is even the sort of thing that is anenable to
denonstration. The nature of these activities, in nmy view and ny
experience, is that they are very dependent on the people
i nvol ved, the |ocal market dynam cs, and the like. You could do
a denonstration in Rhode Island and know very little about
whet her the mechani smwould work in San Jose or sone other part
of the country.

Wien we use our denonstration dollars, limted as they are,
we ought to be trying to learn things of broad applicability, and
| don't think this passes that test.

DR. REISCHAUER: | think that's true of al nbst everything
and that's why when you do a denonstration you mght do it in
eight sites that differ, to get sone feel for how sonething would
pl ay out nationally.

DR. ROSS: As distinct froma paynent systenf

MR. HACKBARTH. Payment systens, for exanple, | think are
| ess dependent on the | ocal personal dynam cs and institutional
structures.

DR. REI SCHAUER: No, absolutely. |'mnot saying that that
isn't the case. But does that nean you rul e out denonstrations
on anything that has a human or a |ocal --

MR, HACKBARTH. You're right in saying we need to be --

DR. REI SCHAUER: That we shouldn't do it? W have the
Medi caid programwhich is different in every state, and yet we
run denonstrations all the tine.

MR. HACKBARTH. | won't insist on inclusion of this point if
there is significant disagreenent about it. But to ne it goes to
the issue of priority. That in fact when you have very limted
resources | think that this is not sonething that you use to rule
out forever a type of denonstration, but it certainly deserves
wei ght in considering what priority you give to things. That was
my only point.

DR. REI SCHAUER: | would hope we woul d use the word
resources rather than dollars. You' ve been sw tching back and
forth. Because fromny perspective, the linmted resource is
real |l y managenment and administrative capability at CM5 with



everything el se they have on their plate.

MR. HACKBARTH: Your point is well taken.

DR REISCHAUER: In ternms of dollars, this is a trivial
anount of noney.

MR. HACKBARTH. | agree, Bob. Any further discussion?

So the vote is on the draft recomrendati on as anended by
Murray. Do people need to hear that again?

Al'l opposed to the draft recomendati on as anended?

Al in favor?

Abst ai ni ng?

Thank you.



